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(2) Priced options for additional 
quantities that, together with the firm 
contract quantity, equal the program 
requirements (see subpart 17.2). 

(c) Other safeguards are available to 
the contracting officer to preclude re-
covery of buying-in losses (e.g., amorti-
zation of nonrecurring costs (see 15.408, 
Table 15–2, paragraph A., column (2) 
under ‘‘Formats for Submission of Line 
Item Summaries) and treatment of un-
reasonable price quotations (see 15.405). 

48 FR 42108, Sept. 19, 1983, as amended at 62 
FR 51270, Sept. 30, 1997]

3.502 Subcontractor kickbacks.

3.502–1 Definitions. 
As used in this section— 
Kickback, means any money, fee, 

commission, credit, gift, gratuity, 
thing of value, or compensation of any 
kind which is provided, directly or in-
directly, to any prime contractor, 
prime contractor employee, subcon-
tractor, or subcontractor employee for 
the purpose of improperly obtaining or 
rewarding favorable treatment in con-
nection with a prime contract or in 
connection with a subcontract relating 
to a prime contract. 

Person, means a corporation, partner-
ship, business association of any kind, 
trust, joint-stock company, or indi-
vidual. 

Prime contract, means a contract or 
contractual action entered into by the 
United States for the purpose of ob-
taining supplies, materials, equipment, 
or services of any kind. 

Prime Contractor, means a person who 
has entered into a prime contract with 
the United States. 

Prime Contractor employee, as used in 
this section, means any officer, part-
ner, employee, or agent of a prime con-
tractor. 

Subcontract, means a contract or 
contractural action entered into by a 
prime contractor or subcontractor for 
the purpose of obtaining supplies, ma-
terials, equipment, or service of any 
kind under a prime contract. 

Subcontractor, (1) means any person, 
other than the prime contractor, who 
offers to furnish or furnishes any sup-
plies, materials, equipment, or services 
of any kind under a prime contract or 
a subcontract entered into in connec-

tion with such prime contract, and (2) 
includes any person who offers to fur-
nish or furnishes general supplies to 
the prime contractor or a higher tier 
subcontractor. 

Subcontractor employee, as used in this 
section, means any officer, partner, 
employee, or agent of a subcontractor. 

[52 FR 6121, Feb. 27, 1987, as amended at 53 
FR 34226, Sept. 2, 1988; 66 FR 2127, Jan. 10, 
2001]

EDITORIAL NOTE: At 66 FR 2127, Jan. 10, 
2001, as amended at 66 FR 14260, Mar. 9, 2001, 
section 3.502–1 was amended by redesignating 
paragraphs (a) and (b) as (1) and (2). There 
are no designated paragraphs (a) and (b) in 
section 3.502–1.

3.502–2 Subcontractor kickbacks. 

The Anti-Kickback Act of 1986 (41 
U.S.C. 51–58) was passed to deter sub-
contractors from making payments 
and contractors from accepting pay-
ments for the purpose of improperly 
obtaining or rewarding favorable treat-
ment in connection with a prime con-
tract or a subcontract relating to a 
prime contract. The Act— 

(a) Prohibits any person from— 
(1) Providing, attempting to provide, 

or offering to provide any kickback; 
(2) Soliciting, accepting, or attempt-

ing to accept any kickbacks; or 
(3) Including, directly or indirectly, 

the amount of any kickback in the 
contract price charged by a subcon-
tractor to a prime contractor or a 
higher tier subcontractor or in the con-
tract price charged by a prime con-
tractor to the United States. 

(b) Imposes criminal penalties on any 
person who knowingly and willfully en-
gages in the prohibited conduct ad-
dressed in paragraph (a) of this sub-
section. 

(c) Provides for the recovery of civil 
penalties by the United States from 
any person who knowingly engages in 
such prohibited conduct and from any 
person whose employee, subcontractor, 
or subcontractor employee provides, 
accepts, or charges a kickback. 

(d) Provides that— 
(1) The contracting officer may offset 

the amount of a kickback against mon-
ies owed by the United States to the 
prime contractor under the prime con-
tract to which such kickback relates;
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